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EXECUTIVE SUMMARY   
 
For the third time in the last thirty years the U.S. medical professional liability insurance industry 

recently found itself engulfed in a self-described “crisis” in many states.  A variety of symptoms 

have often been attributed to this crisis including: 

 

1. an increase in the number and magnitude of large settlement claims 

2. a deterioration in the operating results of medical professional liability insurers that has 

led to a significant number of insolvencies, withdrawals, and rating agency downgrades 

3. a reduction in coverage availability due to fewer insurers providing coverage to new 

insureds 

4. an dramatic escalation in the premiums healthcare providers are paying for medical 

professional liability insurance; particularly in some states, regions within states and 

physician specialties 

5. a reduction in patients access to care in certain geographic areas (states and rural areas), 

and treatments/procedures (e.g. labor and delivery, mammograms, trauma centers)  

6. an increase in leading-edge medical diagnostic and treatment technologies that initially 

may increase the risk of both negative outcomes and misdiagnoses 

7. a societal trend toward a sense of entitlement to compensation for negative medical 

outcomes, sometimes with little regard to the performance of the provider. 

 

There is no consensus on the magnitude of each of these symptoms and its materiality.  There is 

even more divergence of opinion regarding the root causes of these symptoms.  The one area that 

the vast majority of the parties involved in medical professional liability would agree on is that 

the current system is incredibly inefficient and in need of significant improvement.   

 

One common tool being used to assess market conditions and potential remedies is state closed 

claim databases that have been developed as a result of frustration over the lack of available, 

credible claims databases during previous crises.  Michigan is fortunate in that healthcare 

providers and medical professional liability insurers have been required to submit claims 

information since 1975. 
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This primary goal of this assignment was to develop a database containing the most recent years’ 

reported and closed claim information and analyze the resulting database of Michigan medical 

malpractice claims for trends in claim frequencies and severities.  The data, charts, graphs, 

statistical analyses and explanations in this report should equip policymakers with a foundation 

of comprehensive, unbiased, and understandable information on which to base their decisions. 

 

Significant findings and trends are summarized below: 
 

• Both closed and reported claim counts have steadily decreased at a significant annual rate 

for the period 2000-2005. 

• Claims are generally being reported with a significant lag, averaging more than two 

years. 

• The southern regions of the state, as identified by district court regions I and II are 

showing greater decreases in claim counts (reported and closed) than the rest of the state. 

• Four of the counties with largest volume of claims (Genessee, Oakland, Saginaw, and 

Wayne) show significantly different frequency and severity trends among themselves. 

• Claims appear to be shifting from traditional insurance to self-insurance. 

• There appear to be more secondary defendants per primary defendant on closed claims. 

• There appears to be a significant shift from claims closed by settlement to claims 

requiring a verdict to be settled. 

• There appears to be a significant shift to increased allocated expenses and reduced 

indemnity payments, particularly on more severe injuries. 

• Non-economic damages appear to be trending toward a smaller percentage of indemnity 

payments. 

• The claim reporting system can be significantly improved by developing the capability 

for electronic submission of Forms A and B, development of an exposure database using 

available data from the medical licensing boards in the state, and retention of previous 

claim report data in future years. 
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BACKGROUND  
 
In 1986, the Michigan Insurance Code (section 2477) was revised to require that medical 

professional liability insurers in the state provide detailed claim information both at the first 

report of a claim (Form A) and at each claims settlement (Form B).  This information is required 

for insurers providing coverage to all health care providers licensed by the Michigan Boards of 

Medicine and Surgery, Osteopathic Medicine, Podiatric Medicine and Surgery, Dentistry, 

Optometry, and Chiropractic Medicine.  The requirement also applies to insurers of hospitals and 

other similar entities governed by the Michigan Department of Public Health.  Unfortunately, the 

reports are provided in paper (often hand written) format and an electronic database summarizing 

the data has not been developed. 

 

The Michigan Office of Financial and Insurance Services (OFIS) issued an RFP for an actuarial 

consultant to convert the paper reporting forms from 2000-2005 into an electronic format and 

perform an analysis of claim trends in the data. 

 

The Bureau selected Pinnacle Actuarial Resources, Inc. (Pinnacle) to assist them in developing 

the report.  The elements specifically requested in the study included: 

 

• Quantify the initial reports of court action (Form A) by county, specialty and year; 
• Total number of closed claims, indemnity and allocated expense payments on closed 

claims, by year; 
• Length of time from date of injury to date of closure; 
• Number of claims closed by closure period;  
• Claim severities by settlement lag;  
• Closed claims by closure year; 
• Closed claims by type of resolution; 
• Allocated expenses by time interval between dates of injury and case closure; 
• Closed claims by severity of injury;  
• Closed claims experience by county;  
• Closed claims experience by region (upper peninsula plus four quadrants of lower 

peninsula; 
• Closed claims experience by age;  
• Closed claims experience by injury;  
• Closed claims by type of service, including birth-related injuries;  
• Closed claims by source of medical expense payment (self-insured, Medicare, PPO, 

Medicaid, etc.); 
• Graphs indicating any identifiable trends from 2000-2005;  
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The Bureau also requested that Pinnacle provide input on the quality of the data reported, 

overlaps between the information provided and the National Practitioner Data Bank and potential 

enhancements to the reporting forms/system. 

 
The Discussion & Analysis section of the report has been organized into four main sections: 

 
• Reported Claim Counts 

• Closed Claim Counts 

• Closed Claim Severities 

• Evaluation of Claim Reporting Forms 
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DATA SOURCES  
 
Easily the most valuable data available to legislators and other policymakers and stakeholders 

involved in medical professional liability insurance is a statewide closed claim database.  Data 

sets of this type have been used effectively in several states for many uses including the analysis 

of medical malpractice claims trends, crisis conditions and costing proposed legislation and the 

impact of implemented laws.   

 

Many states, such as Oregon, Florida, and Maine, have followed a template developed by the 

National Association of Insurance Commissioners (NAIC) in the mid 1970s.  This form was 

developed to collect data on closed claims only and contained a significant amount of 

information about the health care provider (e.g. name, specialty, location county, zip code),  the 

injured patient (age, sex), the incident (date, location, procedure, nature of complaint), the claim 

process (report date, settlement date, lawsuit date, attorney involvement, arbitration) and the 

settlement (paid indemnity (economic versus non-economic), loss adjustment expense, insurance 

limits).   

 

Michigan’s form is superior to the NAIC standard in several ways.  First, Michigan collects data 

on the initial report of a claim.  Second, Michigan collects several fields not in the NAIC 

template.  A list of fields contained in the Michigan forms follows. 

 

Michigan Medical Professional Reported Claims Database (Form A) 

Database Specifications 
 
Reported Claim Database – Claim level data  
 
Identifying Fields 
Insured Name 
Insured License Number 
Insured Profession 
Insured Specialty 
Other Defendants Involved (Y/N?) 
Number of Defendants Involved 
Date of Incident 
Date of Complaint Filed 
Nature of Complaint 
County Code Number 
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Court Identification (District or Circuit) 
Court ID 
NAIC Insurance Company Code 
 

Michigan Medical Professional Closed Claims Database (Form B) 

Database Specifications 
 
1. Claim Database – Claim level data  
 
Identifying Fields 
Insured Name 
Insured License Number 
NAIC Insurance Company Code 
Court or Arbitration ID 
County Code Number 
Plaintiffs Name 
Insurance Type (Insurance vs. Self-insurance, Occurrence vs. Claims-Made) 
Date of Incident 
Date of Complaint Filed 
Date of Claim Report  
Date of Claim Closure 
Injured Party Age 
Injured Party Sex 
Injured Party Type (Patient/Other) 
Medical Expense Payor (Medicare, Medicaid, Health Insurance, Other, Unknown) 
Resolution of Claim  
Nature of Complaint/Injury Type 
Location of Injury 
Severity of Injury 
Hospital Involvement (Y/N) 
Hospital Employee Involvement (Y/N) 
 
Numeric Fields 
Allocated Loss Adjustment Expense Amount  
Award Amount (Indemnity) 
Award Amount (Economic) 
Award Amount (Non-Economic) 
Award Amount (Indemnity, All Parties) 
Award Amount (Indemnity, Uninsured Codefendants) 
 

This data has been compiled by Pinnacle into an electronic format.  The data was then tested for 

reasonableness and consistency and “scrubbed” to correct for typographical errors during data 

entry.  Pinnacle’s analysis is then based on the database that was created.  
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DISCUSSION & ANALYSIS 
 

The analysis in this report is broadly organized into four main categories of analysis: 

 
• Reported Claim Counts 

• Closed Claim Counts 

• Closed Claim Severities 

• Evaluation of Claim Reporting Forms 

 
The results of each section of analysis will be discussed separately. 

 

Reported Claims Counts 

The Form A documents delivered by OFIS to Pinnacle were predominantly for report years 2000 

through 2005.  Reported claim information has an advantage over closed claim data in that in a 

given year reported claims tend to relate to more recent claim incidents than closed claim, thus 

representing more current claim incident trends.  Reported claim data has the disadvantage that it 

cannot reflect the ultimate disposition of claims the way that closed claims can.  However, 

reported claim information can be viewed as a leading indicator of closed claims experience. 
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Reported Claims by Year 
The first analysis we performed was simply a summarization of reported claims by year.  We 

have summarized the data in two ways: by report year and by incident year.  As you can see in 

Exhibit 1, the vast majority of the portfolio of 5,875 reported claims we received from OFIS 

were reported to insurers in 2000-2005.  With the significant exception of report year 2004, 

reported claims for the period show a material and steady decreasing trend.  For the period 2000-

2005 this trend is approximately a 13.2% annual decrease from over 1,100 claims to less than 

600 claims.  This appears to be a material improvement in the number of insured claims reported 

during the period. 

 

This data is also shown graphically in Figure 1 which clearly shows the decreasing trend. 

 

It should be noted that over 750 claims did not have year reported accurately recorded on the 

form. 

 

Figure 1 – Reported Claims by Report Year 

Michigan Office of Financial and Insurance Services
Initial Claim Reports by Report Year
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Exhibit 1 also shows the reported claims summarized by year of incident.  It is noteworthy that 

more than half of the claims reported predominantly between 2000 and 2005 are for incidents 

that occurred prior to 2000.  This reporting lag phenomenon will be evaluated in further detail 

later in the report.  The reported claims organized by incident year continue to show the 

improvement exhibited in the summary by report year.  

 

This data is also shown graphically in Figure 2 which clearly shows the decreasing trend. 

 

While over 750 claims did not have year reported accurately recorded on the form, only 22 did 

not have incident date accurately recorded. 

 
Figure 2 – Reported Claims by Incident Year 

Michigan Office of Financial and Insurance Services
Initial Claim Reports by Incident Year
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Claim Reporting Lags 
To further evaluate the impact of reporting lags, our analysis computed the reporting lag for a 

reported claim as the difference between the incident date and the reporting date.  This data is 

then summarized in Exhibit 2 both by profession and report lag.   
 

Based on our analysis, it is noteworthy that the average reported claim is not reported until more 

than two years after the incident occurs.  Dentists appear to have slightly faster incident reporting 

patterns while the other major profession groupings produce similar results. 

 
Summarized results across all professions are shown in Figure 3 below. 
 
Figure 3 – Reported Claims by Reporting Lag 

Michigan Office of Financial and Insurance Services 
Individual Claim Reports by Report Lag
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Reported Claim Trends by County 

Reported claims were also summarized by report year and county.  This information is 

summarized in Exhibit 3.  Among the largest counties, Wayne, and Washtenaw counties have a 

claim trends similar to the statewide average while Calhoun, Ingham, Kalamazoo, Macomb, 

Oakland, and Shiawassee counties outperform the state average and Genessee and Saginaw do 

not have a great a rate of improvement. 

 

Exhibit 4 then presents the reported claims data by county summarized by district court region.  

This maps the data by county into the district court regions as defined by the state of Michigan.  

It is noteworthy that claim counts in Regions I and II (the two southern district court regions of 

the state) are decreasing at a much fast rate than the statewide average.  Regions III and IV 

(central and northern Michigan) are showing decreases in claim counts, but at a much slower 

annual rate.  This information is graphically presented in Figure 4 below. 

 

Figure 4 – Reported Claims by Regional District Court  
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Reported Claim Trends by Court 

There are two valuable metrics contained in Form A related to the courts: forum (that is circuit 

versus district courts) and region.  Exhibit 5 summarizes the data by report year and forum.  

Interestingly, the use of district courts actually increased slightly over the period 2000-2005 

while the number of claims in circuit courts decreased.  It is also worth noting that almost 20% 

of the claims did not have a valid entry in this field.  This could be for several reasons including: 

the lawsuit had not been filed as of the transmission of Form A, a lawsuit was not going to be 

filed, or miscoding errors.  Figure 5 summarizes these results. 

 
Figure 5 – Reported Claims by Court Type 
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Reported Claim Trends by Health Care Provider Profession 

Another important characteristic captured in Form A is the profession of the health care provider 

involved in the claim. This information is summarized in Exhibit 6 and shown graphically below 

in Figure 6.  For professions with a significant amount of claims volume there are several 

noteworthy results. Dentists show a significant reduction in reported claims, much greater than 

the statewide trend.  So too do Hospitals, when only the hospital is named.  This may have to do 

with trends in secondary defendants discussed later in the report.   

 

There is a significant increase in claims against professional corporations.  The dramatic change 

in reported claims classified as “other” professions almost has to be due to a coding change.  The 

most likely suspect the roughly coincident increase in “professional corporation” claims.  

 
Figure 6 – Reported Claims by Profession 
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Reported Claim Trends by Injury/Nature of Complaint 

Exhibit 7 summarizes the reported claims data by injury type or nature of complaint.  A better 

than average improvement in claims due to “surgery technique” would suggest improvements in 

loss prevention and safety measures in surgeries in the state.  Interestingly, there does not appear 

to be an increase in claim frequencies due to misdiagnosis as has been seen in other states; 

although the “delay in diagnosis” category does not show claim counts decreasing at as fast a 

rate as the statewide average.  The increase in vicarious liability claims is also interesting, albeit 

on a limited number of claims.   
 
Closed Claims Counts 

As noted earlier, closed claims give us more information on incidents that tend to be somewhat 

older incidents than comparable reported claims data. 
 
Closed Claims by Closure Year 

Total closed claims decreased between 2000 and 2005 from 1,354 to 829, a decrease of almost 

40%.  Closure year 2003, with only 681 claims, appears to be abnormally low.  Closed counts by 

incident year and closure year are shown in Exhibit 8 and Figure 7 shows totals by closure year. 
 
Figure 7 – Closed Claims by Closure Year 

Michigan Office of Financial and Insurance Services
Closed Claim Analysis 

Count of Closed Claims
by Closure Year

0

200

400

600

800

1,000

1,200

1,400

1,600

1999 2000 2001 2002 2003 2004 2005

Closure Year

N
um

be
r o

f C
la

im
s 

C
lo

se
d

Source: Closed Claim Reporting Form, Form B

 



  15. 

 

Closed Claims by Coverage  

Claim counts by underlying insurance coverage type show a number of interesting trends.  

Claims related to occurrence form coverage in the traditional market showed generally flat trends 

and actually showed a couple years with an increased number of claims (2002, 2004).  Claims-

made coverage in the traditional market showed a greater than average decrease in closed claims 

while self-insured claims-made coverage saw significantly increased closed claims volume, 

potentially indicative of a continued flight to the alternative markets.  Unfortunately, physician 

counts by coverage were not available to quantify the magnitude of this shift. 

 

Only 266 closed claims did not have the underlying insurance coverage properly identified. 

 

This information is summarized in Exhibit 9 and shown graphically in Figure 8 below. 

 

Figure 8 – Closed Claims by Insurance Coverage 
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Closed Claims by Defendant Type 

One of the more interesting analyses of closed claim trends deals with claim counts by primary 

versus secondary defendant.  Exhibit 10 summarizes closed claim counts by type of defendant 

and these results are shown graphically in Figure 9 below.  Between 2000 and 2005, secondary 

defendants increased from about 30% of closed claims to in excess of 40% of the closed claim 

population.  Without additional information, it is difficult to identify the cause of this trend; 

however, an increase in the number of defendants per claim could be a contributing factor. 

 

Figure 9 – Closed Claims by Defendant Type 

0

100

200

300

400

500

600

700

800

900

1,000

1999 2000 2001 2002 2003 2004 2005

Primary Defendant Secondary Defendant

Michigan Office of Financial and Insurance Services
Closed Claim Analysis 

Count of Closed Claims
by Defendant Type by Closure Year

Source: Closed Claim Reporting Form, Form B

 



  17. 

 

Closed Claims by Reporting Lag 

The closed claims data shows similar reporting lags to the Form A, reported claim data.  

Between 10% and 15% of closed claims were reported within one year of the incident and about 

40% are reported in the first two years.  Reporting patterns appear to show a bit of a slow down 

between 2000 and 2003 and a slight speed up in 2004 and 2005.  This data is summarized in 

Exhibit 11 and presented graphically in Figure 10. 

 

Figure 10 – Percentage of Closed Claims by Reporting Lag 

Michigan Office of Financial and Insurance Services
Closed Claim Analysis 
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Closed Claims by Closure Lag 

Another metric to measure claim settlement patterns, which was not available in the Form A 

data, is closure lags, that is the time between the incident date and the settlement date.  Less than 

1% of claims are closed within one year of the occurrence of the incident.  This percentage 

typically remains less than 5% after two years.  Even after four years more than 30% of claims 

remain unsettled.  This data is summarized in Exhibit 12 and shown graphically in Figure 11. 

 

Figure 11 – Percentage of Closed Claims by Closure/Settlement Lag 

Michigan Office of Financial and Insurance Services
Closed Claim Analysis 

Closure Lag (Yrs) by Closure Year
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Closed Claims by Injured Party Sex 

Another claim characteristic available in the closed claim data is patient sex.  In each year, 

female claimants exceed male claimants.  However, the female claim counts are decreasing at a 

slightly faster rate than male claims.  As a result, males are becoming an increasing percentage of 

closed claims overall.  This information is summarized in Exhibit 13 and graphed in Figure 12. 

 

Only 60 closed claims (less than 1% of the total) did not have a valid entry for claimant sex. 

 

Figure 12 –Closed Claims by Patient Sex 

0

100

200

300

400

500

600

700

800

2000 2001 2002 2003 2004 2005

Male Female Log. (Female) Log. (Male)

Michigan Office of Financial and Insurance Services
Closed Claim Analysis 

Count of Closed Claims
by Sex by Closure Year

Source: Closed Claim Reporting Form, Form B

 



  20. 

 

Closed Claims by Injured Party Age 

As we have seen in so many states, the distribution of closed claims by patient age is generally a 

bell shaped curve with a mode of approximately age 40.  Three anomalies are worth noting.  

First, the impact of birth related and other infants injuries can be seen in the higher number of 

claims at age less than 1.  Another exceptionally high number of claims appear for teenagers.  

This exceptional value is harder to explain without further investigation.  Finally, a higher 

number of claims appears for patients about retirement age, late sixties to early seventies.  

Changes in insurance benefits and health condition could both contribute to this exceptional 

value. 

 

This data is summarized in Exhibit 14 and shown graphically in Figure 13 below. 

 

Figure 13 –Closed Claims by Patient Age 

Michigan Office of Financial and Insurance Services
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Closed Claims by Collateral Source/Medical Expense Payor 

In reviewing the closed claim counts by medical expense payors, it appears that Medicare and 

Medicaid are becoming a smaller part of the collateral source equation for medical professional 

liability claims in Michigan.  Health insurance has decreased significantly from almost 30% of 

closed claims receiving medical expense payments from health insurance to about 15%.  It is 

unclear whether the trend to the “Unknown” category is a change in coding, an underlying 

change in collateral sources, or a combination of the two.  Exhibit 15 and Figure 14 shows this 

data in tabular and graphical formats, respectively. 

 

Figure 14 –Closed Claims by Medical Expense Payor 
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Closed Claims by County/Regional Court District 

The closed count data by county summarized by regional court district closely follows the report 

claims data with Regions I and II improving at a rate faster than the statewide average and the 

other regions showing decreasing claims counts, but at a slower annual rate.  This data is 

summarized in Exhibit 16 and shown in Figure 15. 

 

Figure 15 – Closed Claims by Regional Court District  
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Closed Claims by Resolution Type 

One of the most disconcerting statistics from the closed claim count data is the shift away from 

settlements by the parties and increased reliance on trial verdicts.  This trend has been shown in 

other states to slow down patient receipt of claim settlements (i.e. increased closure lags), 

increased attorney fees (loss adjustment expenses) as a percentage of total loss payments and a 

general deterioration of system efficiency as measured by patient compensation as a percentage 

of total system expenditures.  This could be the result of either insurers or plaintiffs (or both) 

changing claim settlement strategies.  Results are summarized in Exhibit 17. 

 

Another key trend is the use of alternative dispute resolution (ADR) techniques such as 

mediation and arbitration.  These ADR techniques general speed up patient compensation, 

dramatically increase system efficiency and may increase overall patient compensation.  

Unfortunately, as shown in Figure 16 below, neither mediation nor arbitration demonstrate a 

consistent increasing percentage of closed claims between 2000 and 2005. 

 

Figure 16 – Closed Claims by Resolution Type 
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Closed Claims by Nature of Complaint/Injury Type 

Closed claim counts by nature of complaint/injury type were summarized in a manner similar to 

reported claim counts.  Obstetrical procedures showed an improvement in both total claims 

closed and the percentage of the overall claims total.  The “Treatment” category became a larger 

percentage of the total over the 2000-05 period.  Most of the other major claims categories do not 

show consistent trends over the period. 

 

Exhibit 18 and Figure 17 summarize the results. 

 

Figure 17 – Closed Claims by Injury Type 
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Closed Claims by Injury Location 

Another interesting field captured in the closed claim data is location of injury.  For the last three 

years, over half of closed claims were related to incidents that occurred either in the physician’s 

office or the operating suite.  These categories have been a steadily increasing percentage of the 

total closed claim population as the “Other” category has steadily decreased.  This may be the 

result of better coding of data.  Several of the other major categories (e.g. Emergency Room, 

Labor & Delivery, Patient’s Room) also demonstrate this increasing percentage. 

 

This data is summarized in Exhibit 19 and Figure 18. 

 

Figure 18 – Closed Claims by Injury Location 
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Closed Claims by Injury Severity 

A common data element in most state closed claim databases is severity of injury.  This field 

identifies both the severity of the injury and the permanence of the injury.  The coding is 

standardized within the insurance industry and provides valuable information regarding shifts in 

claims severities.  Exhibit 20 and Figure 19 present the results of closed claims by closure year 

and severity of injury. 

 

The only claim categories showing an increase over the time period 2000-2005 is “Emotional 

Only” and “Permanent Significant” claims.  Interestingly, claim counts for the three most severe 

categories, “Death”, “Permanent Grave”, and “Permanent major” are all decreasing at a faster 

rate than the statewide average.  Fatalities, for example have decreased from 475 claims closed 

in 2001 to 267 closed in 2005.  

 

Figure 19 – Closed Claims by Severity of Injury 
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Closed Claims Severities 

Claim severity trends are in important factor in insurance company rate setting and loss 

reserving.  The reader must understand that for a number of the detailed severity analyses, 

individual years and claim categories may have a very limited number of claims and therefore 

the average severity may be significantly influenced by a small number (or one) large claim in 

that category.  Also, most claims did not split indemnity losses between non-economic and 

economic damages.  In many cases, this information was not determined (e.g. claims settled by 

parties) or was not available.  Therefore, we have limited our review of non-economic damages 

to assessing changes in the ratio of non-economic damages to total indemnity losses. 

 

Closed Severities by Closure Year 

The overall statewide trend appears to be decreasing indemnity severities, increasing allocated 

expense severities, and non-economic damages as a decreasing percentage of indemnity 

payments. 
 
Figure 20 – Closed Severity by Closure Year 
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Closed Severities by Coverage 

Severities by insurance coverage generally repeat the overall pattern of decreasing average 

indemnity payments and increasing allocated expense payments. This is particularly in the 

HPL/PPY Claims-Made category, the largest volume of closed claims.   

 

Exhibit 21 and Figure 21 show the results. 
 
Figure 21A – Closed Indemnity Severity by Coverage 
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Figure 21B – Closed Allocated Expense Severity by Coverage 
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Closed Severities by Closure Lag 

In every state where Pinnacle has reviewed closed claim data, closed claim severities by closure 

lag have increased dramatically the longer the claim stays open.  Michigan is no exception.  As 

you can see in Exhibit 22 and Figure 22, claims settled within a year of the incident have an 

average severity of about $11,000 while claims settled in between two and four years average 

over $80,000.  This is due in part to the greater average severity of injury on these claims that 

take longer to settle.  Generally, this trend continues even for settlement lags in excess of five or 

even ten years. 
 
Figure 22 – Closed Severity by Closure Lag 
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Closed Severities by Injured Party Sex 

Claim severity trends by claimant sex appear to be pretty comparable during the period under 

review.  Females may show a slightly greater decrease in average indemnity severities and 

greater increases in average allocated expenses. Exhibit 23 and Figure 23 show these results. 

 

The ratio of non-economic damages as a percentage of total indemnity payments also appears to 

be decreasing somewhat for both sexes.  It is interesting that non-economic damages tend to be a 

larger part of indemnity payments for women than men. 
 
Figure 23A – Closed Indemnity Severity by Injured Party Sex 
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Figure 23B – Closed Allocated Expense Severity by Injured Party Sex 
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Closed Severities by Injured Party Age 

When examining claim severities by patient age, it is pretty typical for severities to reach a 

maximum somewhere near middle age (somewhere in the forties) and then decrase as patients 

age and earning power dimishes.  It is also typical for young children to produce large claim 

severities as a results of the impact of birth related neurological injuries.  While the Michigan 

data generally follows the pattern we have seen in other states, there are a few exceptions.  The 

biggest exceptions are seen in severities for patients under the age of twenty.  Many of these ages 

produce higher than average severities.  While the precise cause of these severities would require 

additional investigation, they could be random fluctuations due in part to the small number of 

claims or they could be systematic characteristic of how the Michigan tort system treats patients 

under the age of majority.  Figure 24 summarizes these results. 
 

Figure 24 – Closed Severity by Injured Party Age 
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Closed Severities by Medical Expense Payor 

The shifts in codification of closed claims by medical expense payor discussed earlier make 

analysis of severity trends difficult.  It appears generally that most categories follow the 

statewide trend of decreasing indemnity severities, increasing allocated expense severities, and 

non-economic damages as a decreasing percentage of indemnity payments.  Exhibit 24 and 

Figure 25 present these results. 
 
Figure 25 – Closed Severity by Medical Expense Payor  
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Closed Severities by County 

To avoid subdividing the severity data into too many categories, the data for all years combined 

by county is provided in Exhibit 25.  Among the counties with a large number of claims, Wayne 

and Saginaw have some of the highest average closed claim severities and Genessee and 

Oakland counties have relatively low average severities. 
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Closed Severities by Resolution Type 

The shift to a greater percentage of claims being settled by verdict and fewer being settled by 

mutual settlement of the parties has led to some interesting severity trends by resolution type.  

Trial verdict severities have actually decreased as less severe claims that used to be settled are 

now not resolved until verdict.  Allocated expense severity trends are also lower than average for 

this category.  Mediation and arbitration severities, both indemnity and expense, have increased 

significantly over the period reviewed, although based on a limited number of claims. 
 
Figure 26A – Closed Indemnity Severity by Resolution Type  
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Figure 26B – Closed Allocated Expense Severity by Resolution Type  
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Closed Severities by Nature of Complaint/Type of Injury 

By and large all of the injury types followed the statewide pattern of decreasing indemnity 

severities and increasing allocated expenses.  Two exceptions were “Consent Issues” and 

“Medication Errors” that both saw increased indemnity severities and decreased average 

allocated expenses per claim.  This data is summarized in Exhibit 27 and Figure 27. 
 
Figure 27 – Closed Severity Indemnity by Nature of Complaint/Type of Injury  
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Closed Severities by Location of Injury 

As can be seen in Exhibit 28 and Figure 28, most injury locations followed the statewide trends 

of decrease average indemnity claim severities and increase allocated expenses.  Patients’ rooms 

and recovery rooms showed more significant decreases than other locations 
 
Figure 28 – Closed Severity (Indemnity + Expense) by Location of Injury  
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Closed Severities by Severity of Injury 

As with closed claim severities, severities by severity of injury coding provides valuable insights 

into the claims environment in a state.  Exhibit 29 and Figure 29 show claim severities by 

severity of injury.  The first observation is that while average indemnity claim severities have 

increased for most temporary injuries, indemnity severity severities have decreased for more 

serious and permanent claim types.  The average allocated expenses, on the other hand have 

increased across almost all severities.  With regard to non-economic damages as a percentage of 

total indemnity, Michigan generally follows patterns seen in other states in that severe, 

permanent claims tend to have lower percentages than less severe, temporary claims.  This is 

mainly due to the often much greater medical and other economic components of the severe 

claims.  Non-economic damages also often tend to be larger proportions of fatalities (than 

permanent claims) due to the lack of future medical expenses in the economic portion of the 

claims. 
 
Figure 29A – Closed Indemnity Severity by Severity of Injury  
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Figure 29B – Closed Allocated Expense Severity by Severity of Injury  
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Evaluation of Claim Reporting Forms 

The Michigan medical professional liability claim reporting system has several significant 

advantages over both the NAIC standard closed claim reporting template and the National 

Practitioners Data Bank. 

 

• Michigan Form A collects reported claim information while other systems focus on 

closed claims.  This means Michigan has access to information on claims much 

earlier than closed claim only reporting systems. 

• Michigan’s system collects information not found in other systems. 

• The mandatory nature of the reporting requirement in the state ensures a much more 

complete picture of the medical professional liability claims environment that systems 

where reporting is not mandatory in all situations.  This is particularly true with 

regard to reflecting the experience of the self insurance/alternative markets. 

 

There are several broad suggestions for making the system even more useful for the various 

stakeholders and policy makers in the state: 

 

1. Develop an electronic entry system so that the claim forms, both Form A and 

Form B can be entered into a database as they are received. 

2. Create a process to annually compare the paid losses in the closed claim reports 

(Form B) to the paid losses recorded by insurers in their annual statement page 14 

for the state of Michigan.  Because the data is not an exact apples-to-apples match 

(for example, paid ALAE and partial payments on open claims would be in page 

14 and not the Form Bs), this would not be an audit of the data, but rather a 

reasonableness check of the values submitted on the forms. 

3. Take measures to ensure that historical reporting forms and/or data are preserved. 

4. Develop a companion database of licensed physicians by year, specialty, and 

county so that claim frequencies per licensed physician can be accurately 

computed. 

 

Maybe the best example of an electronic entry system is Florida’s.  Closed claim reporting forms 

are regularly entered into an electronic database which is available for purchase by interested 
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parties from the Florida Department of Insurance.  This significantly increases the information 

available to a wide variety of parties involved in the medical professional liability insurance 

market in the state, increases competition, and generally should contribute to more informed 

policy decisions.  Given the current state of technology, consideration could also be given to 

electronic submissions of Form A and Form B.  In fact, Pinnacle developed a simple data entry 

template with a number of entry validation and correction tools that significantly increased the 

accuracy of the forms over the hand written originals as they were being entered.  These types of 

mechanisms could certainly be incorporated into an electronic submission form. 

 

Probably the single most disappointing issue related to this project is that despite claim reporting 

being required in Michigan since 1986, only about five years worth of data is available.  If all of 

these years of closed claims were available, policy makers in Michigan would have a full 

underwriting cycle worth of to to base their decisions on.  In Florida, all closed claims since 

1975 are available in an electronic format (Excel).  This approach to data retention creates a 

much more credible data set that can assess longer term trends.  It also allows a much more 

complete look and many more accident years of claims.  Michigan is certainly not the only state 

that not retained this historical claims data, despite having a closed claim reporting requirement.  

Oregon, for example had paper copy closed claim reporting forms that were damaged to the 

point of being unusable for creating an electronic database for analysis.  However, the lack of 

more historical data significantly impacted the data available for our analysis. 

 

One of the greatest drawbacks of reviewing industry results using state closed claim databases is 

that while a tremendous amount of information is readily available, some important questions 

cannot be analyzed in sufficient detail.  The most significant group of questions we struggle with 

in this study was claim frequencies per physician.  Claim trends are a valuable measure of claim 

frequency trends; however, they do not reflect changes in the number of physicians by year.  

Claim counts alone also do not reflect changes in demographics by other characteristics such as 

specialty or county.  We received data from the Michigan Board of Medicine and Surgery.  

Unfortunately, it only contained current licensees.  If this data was captured over the same period 

of years as the closed claims data, then accurate claim frequencies per licensed physician could 

be computed.  This would provide a clearer picture of changes in claims frequency per physician. 
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LEGAL DISCLOSURES   
 
Distribution and Use 

This report is being provided for the use of the Michigan Office of Financial and Insurance 

Services (OFIS).  It is understood that OFIS is also expected to distribute this report to the 

various policy makers and stakeholders in the state, potentially including the Governor and the 

Michigan Legislature.  This distribution as well as any further distribution to the makers of 

public policy and the various stakeholders in the healthcare industry in the State of Michigan is 

hereby granted.   

 

When this report is distributed, the report should be distributed in its entirety.  All recipients of 

this report should be aware that Pinnacle is available to answer any questions regarding the 

report.  These third parties should recognize that the furnishing of this report is not a substitute 

for their own due diligence and should place no reliance on this report or the data, computations, 

interpretations contained herein that would result in the creation of any duty or liability by 

Pinnacle to the third party. 

 

Any reference to Pinnacle in relation to this report in any accounts, reports or other public 

documents or any verbal references are not authorized without our prior written consent. 

 

Reliances and Limitations 

Judgments as to conclusions, recommendations, methods, and data contained in this report 

should be made only after studying the report in its entirety.  Furthermore, Pinnacle is available 

to explain any matter presented herein, and it is assumed that the user of this report will seek 

such explanation as to any matter in question.  It should be understood that the exhibits, graphs 

and figures are integral elements of the report. 

 

We have relied upon a great deal of publicly available data and information, without audit or 

verification.  However, we did review as many elements of this data and information as practical 

for reasonableness and consistency with our knowledge of the insurance industry.  We have not 

anticipated any extraordinary changes to the legal, social or economic environment. 
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Pinnacle is not qualified to provide formal legal interpretations of current or proposed state 

legislation.  The elements of this report that require legal interpretation should be recognized as 

reasonable interpretations of the available statutes, regulations, and administrative rules.  State 

governments and courts are also constantly in the process of changing and reinterpreting these 

statutes. 

 






































































